ABSTRACT
INTRODUCTION
The markets are perfectly integrated called if and only if the systematic risks are paid in the same way in all countries. In other words, if markets are fully integrated, assets with the same risk should have the same price even if they are traded on different markets. Markets perfectly integrated, common investors at risk and the risks specific to their countries or sectors activity, but they are only paid to common sources of risk as the specific risk is completely diversifiable. If markets are strictly segmented, the investors should have specific risks. For example, in two different countries, the same investment project can have different profits for the origin of risk and / or their prices may be different. The financial markets lie between these two extremes. A market partially integrated, the market appreciates the two sources of risk: specific common risk.
For example, in the literature of financial markets models valuation of financial assets are one of the two polar assumptions as follows: segmentation strict financial or perfect financial integration. Gerard K.
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© 2014 Conscientia Beam. All Rights Reserved. Gerard et al. (2003) and Arouri (2006) studied the integration Financial few Asian emerging markets in the global market. The results of these studies reject the hypothesis of segmentation show that financial risk household is not appreciated in these markets. The overall effect of international financial integration on performance strategies diversification is ambiguous.
It is explained by two arguments: On the one hand, financial integration of national markets makes diversification International portfolios more efficiently, and helping the transition to a market another and increasing the efficiency of financial markets. On the other hand, financial integration has increased the correlations between markets domestic capital, thereby reducing the benefits of diversification strategies internationals. Deregulation and liberalization of financial markets has prompted a strong integration of economies around the world. Therefore, the indices of national markets have become increasingly correlated. This will reduce the benefits of international diversification. The objective of this paper is therefore to measure the integration of financial markets developed -emerging and conclude whether international diversification gains between them. We expect to market integration admit solve a gain international diversification or not, that is to say, if markets are integrated, then the potential gains will be small. If markets are segmented while international diversification plays an important role: What is the impact of increasing the level of integration of emerging financial markets in the developed markets of the potential gains from international diversification? Our objective is to find the conditional correlations between the domestic and the world market, and discover the link between the degree of integration of financial markets and the expected benefits of international diversification strategies portfolios. We are interested in assessing the properties with different procedures tests provided on the econometric literature. This is of particular interest to the present unit root test in the presence ARCH.
THE INTEGRATION OF FINANCIAL MARKETS and INTERNATIONAL DIVERSIFICATION
Globalization has prompted increasing links between different places Thus; the financial sector was characterized by the opening of institutions financial management and financial markets to new products and financial instruments. These changes are the effects of movements of deregulation, disintermediation, deregulation of markets innovations financial and technological.
Financial integration should increase the efficiency of markets through increased liquidity, lower transaction costs and greater comparability of financial products, allowing de facto a more efficient allocation of capital. However, in recent years financial markets have approved the reforms. The main motivation is to move towards a more open market. These reforms have led to changes in the financial environment. Financial integration has facilitated the approximation of overall market behavior. It is interpreted by an increase in correlations between them and greater asset volatility. Such developments must be taken into account when developing strategies for portfolio management internationally. Forbes and Chinn (2003) showed that the co-movements
between markets increased during the financial year 1990. This period is the most marked by a strong trend towards globalization of capital markets? They noted that the correlations between the financial markets of the seven most industrialized countries in the world have experienced a sharp increase very significantly compared to previous periods. The type of integration in the global economy is a key factor in understanding the development of the financial structure of a country. It should be emphasized that the analysis of the relationship between type of integration in the global economy and structure of the domestic financial system is attached to a number of parameters: the weight of the public sector in the economy, diversification and the depth of the domestic financial system and the degree of openness of the country to trade flows and foreign investment.
Empirical Validation
This study focuses on the stock market indices of seven emerging countries: Indonesia, The absence of ARCH effects can be defined by the existence of an independence of the conditional variance in time. The absence of this effect in this series of performance means that it is not possible to predict the future risk (variance) from past risk. This is verified by the random walk hypothesis. Through the following series of return on stock index Indonesia We specified a model ARCH (1), because the model AR (1) , 051 0, 050
A reassessment of the model does not take into account the effect ARCH, just take the ARMA (1,1): 
We notice that the coefficient of the first delay is not significant. This leads us to re-estimate the AR (1):
0,0051 0,059
The first delay is not significant. For reasons of parsimony we adopt the estimation of the model MA (2), which reflects the AIC and SC lower in comparison with other models. Similarly, the value of R 2 is high.
The ARCH model (1) is presented by the following model:
Estimation of ARCH Models
After estimating models through the econometric software Eviews, we found a specific model for each index. Indeed, the volatility index is described by different models.
Fig-2. The curves of the conditional variance
It should be noted that the volatility of each stock index follows a curve.
Concerning the case of indices for Indonesia, Mexico and Thailand, they have a volatility characterized by stagnant periods and other high variations. While the Philippine low volatility at the beginning of the period. We note the presence of picnic followed by a high volume of volatility.
Brazil is marked by greater volatility in less stable markets. Do not forget that some interpreted the study period major events in financial integration, which could influence the results.
Schwert (2003) The strongest correlation was 61.9% between the Philippine and Thailand.
Indonesia has a correlation of 23.1% with 35.4% correlation with the Chilean market. fact, the gains from international diversification are a function of the interdependence between national markets. When they have high correlations between them gains will be small or non-existent.
However, when correlations between national markets are small gains will be important.
CONCLUSION
This study allowed us to conclude that the financial turmoil had adverse effects on economic growth in emerging countries and countries in developments. Thus, financial difficulties exhibited the following characteristics:
• A poor financial regulation, which led to exposure excessive global financial instability. This regulation has contributed to financial imbalances.
• The financial turmoil was very expensive viewpoints budget. The struggling economies have distinguished the global economy as an opportunity overcomes the delays that accompanied the national crises and region. This work has demonstrated that financial markets become more volatile following financial integration but that volatility tends to stabilize long term. In fact, we noticed that the volatility increases rapidly. She became acute in 2007, but then, we distinguished a downward trend. It can be expected decrease if integration with global markets makes the balancing movement more effective indices for emerging markets. It should be noted that global imbalances are related not only to financial regulation and monetary policy, but also to profound and lasting changes in the global real economy. The most notable changes are marked in the productivity and international competitiveness (China, India), relative prices (oil and natural resources) as well as the sources of global savings and demand effective.
In particular, it is interesting to present empirically and theoretically the link between financial integration and international diversification of portfolios for the study risk. A deregulated economy may be informed of the risks and volatility the unexpected change of capital flows such as risk during the crisis.
